‘The Scandinavian Wonder’: Explaining the development of the Scandinavian welfare state and its economic impact by Kosmeijer, Marit
UNIVERSITEIT LEIDEN 
‘The Scandinavian Wonder’ 
Explaining the development of the Scandinavian welfare 
state and its economic impact 
 
Kosmeijer, M.B. 
7-6-2016 
 
 
 
  
Bachelor thesis Political Science: International Affairs and Organisations 
Student number: 1360043 
Project Group: 9 
Mentor: Dr. B.K.S. van Coppenolle 
Words: 8691 
 
 
 
 
1 
 
Table of Contents 
 
Introduction ............................................................................................................................................. 2 
 
To a Scandinavian Welfare State: History and Typology ....................................................................... 6 
Explaining the development of the Scandinavian welfare state ............................................................ 10 
The Scandinavian welfare state and the impact on (economic) performance ....................................... 14 
Conceptualization of performing well .............................................................................................. 14 
Comparing the Scandinavian countries with the OECD members on welfare goals ........................ 16 
Comparing the Scandinavian countries with the OECD members on economic performance ......... 19 
How does the welfare system influence the economic performance? .............................................. 19 
 
Conclusion ............................................................................................................................................ 25 
 
Literature List........................................................................................................................................ 27 
Appendixes ........................................................................................................................................... 29 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
2 
 
Introduction 
In the last century the welfare state experienced a tremendous rise, worldwide. With the diffusion of 
the welfare state, diversification also took place. Welfare states exist in different sizes and types. In 
the Scandinavian countries: Norway, Sweden and Denmark, a similar system developed. This 
‘Scandinavian system’ is rather unique when compared to other countries. The Scandinavian welfare 
state became some sort of ideal model for welfare supporters and probably an eyesore for opponents, 
by combining a broad welfare state and high economic performance. Prime Minister Göran Persson of  
Sweden described the Swedish welfare system as: "Think of a bumblebee. With its overly heavy body 
and little wings, supposedly it should not be able to fly--but it does.” The overly heavy tax burden 
should hinder the state and its economy, but it doesn't. The Scandinavian bumblebee flies, and 
actually really high, something than can be considered a wonder.  
Welfare might be one of the most debated research topics. Heavily debated is the question whether 
state intervention has a positive or negative impact on the economy. Furthermore, the Scandinavian 
welfare state has been studied thoroughly, since it is such a unique phenomenon: a broad welfare 
system and high economic performance. In this thesis I want to combine broader political and 
economic theories with specific social characteristics to explain the development of the Scandinavian 
welfare state. In this way combining  theories from comparative politics and sociology. By first 
describing and explaining the development of this certain type of welfare state, I then try to explain 
how certain welfare state efforts influence economic performance, in this way linking social-political 
theories to economic theories and data. The relevance of this combination of theories and data, and 
therefore this thesis, is that existing theories are at least a few decades old. By testing certain theories 
with the most recent statistics, a convincing overview of the contemporary Scandinavian welfare state, 
its development and its economic impact can be made.  
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Theoretical Framework 
For this thesis studies concerning welfare state categorization, welfare development and the impact of 
welfare on economics are crucial.  
For the categorizing of the Scandinavian welfare state I use Esping-Andersen’s (1990) welfare regime 
types. Although this typology of Esping Andersen (1990) is leading in my thesis, I want to include 
different typologies and theoretical frameworks for welfare states, for a broader and better 
understanding of the Scandinavian welfare system and the Scandinavian countries as a group. I want 
to supplement the concept of a Scandinavian welfare state with the use of Castles et al’s (1993) 
families of nations and the universal welfare state as described by Rothstein (2001). Clustering or 
categorizing different types of welfare states helps distinguishing the Scandinavian welfare state and 
comparing its success with other (welfare) states. 
When it comes to explaining the development of the welfare state in Scandinavia there are multiple 
theoretical frameworks and causes. Some are more general political theories explaining the rise of a 
welfare state in general, like the Power Resource Theory. Although I do want to incorporate those 
theoretical explanations, a few problems rise when trying to use these theories for my thesis. First,  
these theories  seem to view welfare as something linear: more or less. Those theories therefore 
overlook  the importance of differences between types of spending. When using the typologies of 
Esping Andersen (1990) and Castles et al. (1993), welfare states distinguish themselves with more 
than just more or less spending. Second, do these general theories not explain why Scandinavia in 
particular has such an outstanding type of welfare regime, since these theories would see the same 
system developing in for instance The Netherlands. Therefore, the use of more detailed explanations, 
especially directed on Scandinavia, seems necessary to obtain the best covering set of explanations to 
clarify the development of the Scandinavian welfare state. These explanations cover multiple angles, 
like the rate of Social Capital (Putnam, 2000 & Rothstein 1998, 2003) and social cleavages as 
described by Lipset and Rokkan (1967).  
In the final part of my thesis I want to describe and explain why this system performs so well, both on 
economic and on welfare indicators. With the use of the welfare goals as described by Briggs (1961) 
it can be proven that the Scandinavian countries do perform well on welfare indicators. For the 
theoretical framework concerning the economic impact of the Scandinavian welfare state I will again 
use more broader economic theories and specific characteristics regarding the Scandinavian system in 
particular. Broader economic theories about welfare include Atkinson (1995)  and Myrdal (1970). The 
theoretical framework concerning the economic impact of the Scandinavian welfare state in particular 
becomes more narrow, including more specific theories and concepts like Active Labour Market 
Policies. This last chapter combines economic theories, social-political theories and empirical  figures.  
 
 
 
4 
 
Research Method and Data 
This thesis will be comparative. Because of the small number of cases involved, statistical tests do not 
work sufficient, so in this thesis I will combine empirical data and theories from multiple fields. I will 
compare Scandinavia, as a bloc, with other OECD countries by a Most-Similar Systems Design. All 
the OECD countries have some kind of democracy, some sort of welfare regime and a certain degree 
of prosperity .This thesis focuses on why Scandinavia has developed so differently when it comes to 
welfare in comparison to similar countries like the other OECD members, and the economic impact 
this has. The choice for Norway, Sweden and Denmark as bloc will be validated through the 
theoretical framework that categorizes those three as one in chapter 1. The choice for other OECD 
countries, and therefore using some kind of Similar Systems Design, lies in the ability to draw 
conclusions. The OECD countries are in a lot of ways  similar, when compared to non-OECD 
countries. I want to describe and explain why Scandinavia stands out from relatively similar countries. 
A comparison between Scandinavia and the OECD countries, can prove and explain why Scandinavia 
in particular performs so well. When a comparison is made between Scandinavia and the rest of the 
world, therefore including less developed countries, no conclusions for  Scandinavia’s system in 
particular can be made. It would give a positive picture of the Scandinavian countries way to easily, 
since the OECD countries in general score way higher on for instance income equality, social security 
and quality of life. Therefore a comparison between the (other) OECD members and Scandinavia will 
(hopefully) lead to conclusions that prove that Scandinavia performs better and explain what 
Scandinavia does differently to impact that performance.   
I want to combine classic (ergo: older) qualitative research, with the latest quantitative data. In this 
way trying to explain and describe the Scandinavian welfare state and its economic impact as 
convincing as possible. Data sources for this thesis are the World Bank and OECD.Stat.  
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Roadmap 
The thesis will consist of three different components, all concerning different parts in answering the 
research question: How did the Scandinavian Wonder occur?  
The first chapter of this thesis concerns the description of the Scandinavian welfare state, what it 
implicates and how the welfare state in Scandinavia differs from that in other states. This chapter 
mainly serves the description of concepts, needed in the following chapters. 
In the second chapter the occurrence of the Scandinavian welfare system is explained. This chapter 
answers the sub research question: Why did such a welfare system develop in Scandinavia. The 
hypotheses linked to this question is that it occurred in Scandinavia because of the unique social-
political characteristics present. Political, cultural and demographic characteristics of the 
Scandinavian countries made the development of such a welfare state possible.   
The final chapter explains why it could be considered a ´wonder´. In this chapter the sub research 
question: why does this system performs so well? is answered. Trying to avoid a normative plea for 
the Scandinavian welfare system, first the hypothesis ‘the system performs well’ will be empirically 
supported step by step. By first explaining what I deem to be the meaning of ´performing well’, I test 
Scandinavia in comparison to the OECD members. The differences in performance on welfare goals 
and economics between Scandinavia and the other OECD members will become clear. The second 
part of answering this sub research question lies in the explaining of how this particular welfare 
system influences the economic performance of Scandinavia. The hypothesis following from the 
question in this chapter is that this system works and performs so well, because of its unique 
activating characteristics. This hypothesis can be understood as a causal relation: the Scandinavian 
welfare state leads to better performance, in this thesis mostly understood as economic performance  
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To a Scandinavian Welfare State: History and Typology 
 
Social-democratic regime 
In the classic study The Three Worlds of Welfare Capitalism Esping-Andersen (1990) distinguishes 
three different clusters of welfare states. An important assumption that is made in this study is that 
welfare-state variations are not linearly distributed, but clustered by regime types (Esping-Andersen, 
pp. 26). The welfare-state is not just a concept of ´more´ or ´less´, it goes beyond that. When 
comparing states and their welfare regimes, the consequences and possible success, the 
acknowledgment that the typology of welfare state is more than just the amount of spending is crucial. 
Categorizing the capitalist welfare regimes in three different clusters, Esping Andersen (1990, pp. 26-
29) distinguishes the liberal welfare state, the corporatist welfare state and the Social-Democratic 
welfare state.  
The liberal welfare state (pp. 26-27) is characterized by means tested assistance and modest universal 
transfers. Benefits provided by the state are mainly for the lowest incomes. This regime and its social 
reform is severely defined by the traditional, liberal work ethic. Market efficiency is key, entitlement 
rules are therefore strict and benefits are modest: only providing the minimum. In this regime the 
market has a big role, rather than the state. Examples of this model are the United States, Canada and 
Australia.  
The second regime type is the corporatist welfare state (pp.27). In this model the preservation of 
status differentials predominated when the system was formed. The state displaces the market as a 
provider of welfare, in contrast to the liberal model. However it does not have redistributive impact, 
through the emphasis of upholding existing class differences. This regime is also typically shaped by 
the Church, committed to the preservation of traditional familyhood. This cluster contains states like 
Austria, France, Germany and Italy.  
The third regime cluster is the social-democratic regime type (pp.27-28). This type of welfare state 
exists in Scandinavia.  In this type of welfare state the principles of universalism and 
decommodification of social rights were extended also to the new middle classes, rather than just the 
lower classes. Esping-Andersen (1990, pp. 27) states that social democracy was clearly the dominant 
force behind social reform in these states. Whereas in the liberal regime a dualism between state and 
market arises and in the corporatist regime a dualism between the lower and middle classes, the social 
democratic regime pursued a welfare state that promoted equality of the highest standards. This 
system included the middle class, consequently upgrading services and benefits to higher levels and 
guaranteeing workers full participation in those rights. In the social democratic regime a mix of highly 
decommodifying and universalistic programs occurred. Programs were both universal and tailored to 
differentiated expectations (earnings), making it beneficial for all. This crowds out the market and 
constructs universal solidarity. Another characteristic of this regime type is the preemptive 
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socialization of costs of familyhood and therefore maximizing capacities for individual independence. 
The state takes responsibility for care, whereas in the corporatist regime care was a responsibility of 
the family. In this way families, especially women, were less burdened with care and thus more free 
in the choice to work. Furthermore, the social democratic regime is committed to a full employment 
guarantee, fusing welfare and work. When considering work as a right, state effort to maximize 
employment is needed, if it weren't to constrain the costs of this universal welfare system. The other 
two regimes do not integrate full employment in their welfare systems, either way because of the 
importance of traditional family values (corporatist) or the importance of market efficiency (liberal).  
Especially this emphasis of the Social Democratic regime, and therefore in Scandinavia, on full 
employment and individual independence are important in these thesis. Consequently leading to a 
more activating system, where welfare is not seen as a safety net and rather as a way to maximize 
participation, the Scandinavian welfare system has a different focus and therefore different outcomes 
including the rate of economic success.  
 
Scandinavian nations 
Castles (ed.) (1993) seeks to identify distinct families of nations. Castles (1993, p. xiii) states that ‘it 
may be possible to identify distinct families of nations, defined in terms of shared geographical, 
linguistic, cultural and/or historical attributes and leading to distinctive patterns of public policy 
outcomes’. By highlighting the impact of history and culture, they have a different approach to the 
rise of a similar system shared by the Scandinavian countries. In the case of  Scandinavia, Castles & 
Mitchell (1993), conclude the same as Esping-Andersen: that the Scandinavian countries stand out 
when it comes to social policy. They distinguish the Scandinavian family from the English speaking 
family, the continental Western European group and the Southern European family. The Scandinavian 
family, as described by Cousins (2005, pp. 114)1 has a closely interlinked history, a common legal 
tradition and related languages. In Castles & Mitchell (1993) the similarity of social policy in 
Scandinavia  is described by their welfare expenditure and benefit equality (pp.105), welfare 
expenditure and taxes (pp. 108), their income equality (pp. 110). As does Esping Andersen, Therborn 
in Castles (ed.) (1993, pp. 258) emphasizes the effort for family and child equality laws. 
 
 
 
 
 
 
 
                                               
1
 By Cousins named Nordic group. Castles shifts between Nordic group and  Scandinavian group.  
8 
 
The Universal Welfare State 
The term universal has already been mentioned in the description of the social-democratic regime, 
universal being a characteristic of that type of welfare state. However, universal can also in itself can 
be considered a type of welfare state. Rothstein (2001, pp.19) describes the universal welfare state 
from an institutionalist perspective, as a state where ´social programs such as old-age, pensions, health 
care, childcare, education, child allowances, and health insurance are not targeted only for the poor, 
but instead cover the entire population without consideration of their ability to pay´. This universalism 
characterizes the Scandinavian welfare state, with most of their programs being universal, not 
selective. In more selective welfare states, for instance the liberal regime type, a line arises between 
the non-needy and the needy (pp.20). This leads to normative political debate about where the line 
should be, the line between what can be understood as the paying ‘normal people’ and ‘the others’ 
benefiting. The universal welfare state, on the contrary, embraces all its citizens, making social policy 
a concern of the entire community (pp. 21). This leads to different type of policies. A universal 
welfare state, as described by Rothstein, can in this way be seen as a ‘pure´ form of universalism, with 
the Scandinavian countries coming closest to this ideal model of a universal welfare state.  
 
History 
Although the Scandinavian countries are now considered broad welfare states, they weren't the first 
countries to implement some sort of social security. Moreover, the similarity between the three 
countries grew, so we can now view them as one bloc, over time.  
 
Cousins (2005) gives an overview of the development of the welfare state in European countries by 
describing the rise of the welfare state in general but also showing the shift between countries. In the 
early stages of the development of the welfare state (1890-1920) it were countries like Austria and the 
United Kingdom that were at the vanguard of the adoption of welfare programs (pp.81). Whereas 
Denmark did keep up, with relatively early and a high rate of welfare programs, Norway and Sweden 
fell behind on the development of welfare programs. For instance Norway and Sweden did not have a 
welfare program dedicated to unemployment, whereas Denmark had already adopted this (in 1907), as 
did for instance Austria, the UK and the Netherlands.  
When moving on to the 1950’s, significant changes are seen in the European welfare systems (pp.88-
89). The scope and the generosity of benefits increased significantly after World War II. In this time 
period the shift to a ´Scandinavian’ system as described in the former paragraph is slowly occurring: a 
social democratic group is distinguished (Cousins, 2005, pp.89). Maybe surprising, this group is led 
by the United Kingdom, but accompanied with Sweden and Norway. In these states a universal 
coverage is developing.  
After the Golden Age of Welfare (1950-1970) the Swedish welfare systems gained in scope and rate 
of benefits, making it ‘the leader of the social democratic group’ (pp.92). Norway also gained in scope 
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and rate of benefits, but was more modest. Denmark is at this point still not categorized with the other 
Scandinavian countries because of the very limited unemployment coverage.  
After the Welfare Crisis (1970-1980), the grouping of the Scandinavian countries as it is now is 
formed (pp.95-96). The United Kingdom stagnated in the context of the welfare state, which meant 
the end of their leading role. Denmark’s high level of public services justified inclusion in the social 
democratic group since the 1980’s. The three Scandinavian welfare states could now be considered 
social democratic 
Later on (1980-2000) distinguish the Scandinavian states themselves from other states by spending a 
significant amount of money on welfare services, like family supports (pp.97).  
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Explaining the development of the Scandinavian welfare 
state 
 
It is clear that in Scandinavia a similar welfare system developed  that is a distinct welfare system 
compared to others. Their universalism, focus on full employment, and welfare services are 
characteristics shared by the three countries. This chapter explains why this particular system has 
developed in Scandinavia ,the hypothesis linked to this chapter is that it developed because of the 
unique social-political characteristics present. 
 
Political theories 
A main approach to the study of (welfare) capitalism and democracy focuses on the role of political 
power, especially the organizational and political strength of labor, as described by Iversen (2011, pp. 
829-830). One of the variants of this approach is the Power Resources Theory, developed by Korpi 
(1983). This theory focuses on the size of the welfare state, explaining it as a function of the historical 
strength of the political left. This is also stated by Esping-Andersen (1990, pp. 27), as force behind the 
social democratic welfare regime. This theory explains the development of the Scandinavian welfare 
state by the strength the Social Democratic parties had in this region. Under this theory, when the left 
wing is strong in the political arena (like the Social Democrats), the welfare state will be larger. Social 
Democratic parties in Scandinavia did have a large impact in the last century, when the welfare states 
were developing, and they still have. Assuming that indeed according to this theory there is a link 
between the strength of the left and the development of the welfare state, the underlying question here 
is: How did the Social Democratic party obtain so much power in Scandinavia?  
Esping Andersen (1990) suggests that the strength of the Social Democrats lies in the unique class 
coalitions. He argues that Red-green coalitions forced socialist parties to accept universalism. Red-
green coalitions are an alliance between the Social Democratic party and the greens, in the case of 
Scandinavia the agrarian parties. In other countries this kind of coalitions did not occur, for example 
in the liberal regime because of the relative weakness of the left parties (Iversen, 2011, pp. 834).  
Related to the occurrence of coalitions in government and the development of the welfare state, is the 
existence of an proportional representation system. Described by Persson and Tabellini (1999, 2000), 
the critical institutional feature is the electoral formula. In majority systems with districts, parties have 
an incentive to ignore districts that have an electorate that tends to vote for an opposing party. In a 
proportional system, especially systems with one district, parties cannot ignore loss of support among 
other groups, as described by Iversen (2011, pp.838), resulting in greater dispersion of spending 
across classes and on broad public goods. ´It appears to be the case that countries in which 
parliamentary elections are contested under proportional representation (PR) typically have larger and 
more redistributive welfare states than countries in which such elections are contested in single-
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member districts  under plurality rules´ (Persson and Tabellini, 2003, as cited in McCarty and Jonas 
Pontussion, 2011, pp.677). All three Scandinavian countries have a proportional voting system by a 
party list.  
An second-order effect pointed out by Persson and Tabellini is that PR systems tend to have more 
parties, hence resulting into multi-party governments. A greater amount of parties need to share the 
votes, making it more likely that none of the parties has a majority. This results in multi-party 
coalition governments. The Scandinavian party system had a ‘moderate multi-party system’ until the 
1970’s, best summarized by the five-party model made by Berglund and Lindström (1978). During 
the 1970’s fragmentation occurred with the establishment of  more  parties. Since then the 
Scandinavian party systems can be considered a “ fragmented multi-party system” (Bergman and 
Strøm ,2011), with a relative strong Social Democratic party and a fragmented right wing. In 
Scandinavia a significant amount of the formed governments in the last century were coalitions. 
Iversen and Soskice (2006, pp.166) argue that when parties need to form coalitions to govern, the 
center and left tend to get together. This, under the power resources theory, will lead to a bigger 
welfare state.  
Another theory explaining welfare development is the one of Alesina and Glaeser (2004). They link 
redistribution policies and racial politics. As described by Iversen (2011, pp.836), if people feel only 
solidarity with their own race, they will not support redistribution if a disproportionate share of the 
poor exists of a racial minority. In this way, racial diversity in a country influences the political arena 
and therefore slows redistribution and the development of a welfare state. This also blocks the 
development of universalism, such as it did develop in Scandinavia. If there is no feeling of altruistic 
or solidarity with a significant part of the country, universal welfare programs are hard to sell. 
Because of the ethnically homogenous population in Scandinavia, racial problems did not hinder the 
development of a universal welfare state  
Related to this is the idea proposed by Przeworski and Sprague (1986) that left policies became less 
prominent as party competition became more influenced by non-economic issues. For instance a 
political racial debate that occurred like in the United States takes a lot of time and attention away 
from economic matters like the welfare state. Other topics like religion could have the same influence. 
Social and cultural characteristics of Scandinavia made it possible that these themes could mostly be 
avoided in the political arena, making way for social reform.  
 
Social/cultural explanations 
Political explanations cannot support the development of the Scandinavian welfare state by itself. I 
argue that there need to be certain social features supporting the welfare state and universalism, 
causing for such a welfare state to develop.  
There is a link between public opinion on for instance income and poverty and the welfare state, 
understood as a causal relation between public opinion and the development of a welfare state. This 
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means that the development of the Scandinavian welfare state is (partly) caused by the public opinion. 
´There is considerable evidence that support for the welfare state is correlated with popular views of 
the relationship between effort and income (or ‘bad luck’ and poverty).´ (McCarty & Pontussion, 
2011, pp.681). Alesina and Glaeser (cited in McCarty & Pontussion, 2011, pp. 681) show that there is 
a correlation between welfare spending and the percentage of adults who agree that luck determines 
income and that poverty is society’s fault. In this way the Scandinavian people’s opinion on poverty 
would influence, and therefore be one of the explanations of, the occurrence of the Scandinavian 
welfare state. Scandinavia was to start with relatively egalitarian, and throughout the phase of 
combined welfare state construction and mostly successful economic development (this being the 
20th century), had less tolerance for social inequality and poverty than most other developed countries 
(Kuhnle & Hort, 2004, pp. 21) 
The question arises: How did the Scandinavians develop this opinions about inequality? 
 
The more structural approach to this question is looking at cleavages and class formations. In 
Scandinavia a unique class formation took place. The class formations, along the cleavages set out by 
Lipset and Rokkan (1967),  influenced society and politics in all (democratic) countries. What was 
unique in the case of Scandinavia was the rise of the class of independent peasants as a result of the 
individualization of agriculture and a very peaceful agrarian revolution, which caused an increasingly 
strong position of the peasantry (Alestalo, Hort & Kuhnle 1986, pp. 11-12, Kuhnle & Hort, 2004, 
pp.3). This cleavage between urban upper class and peasantry was important in the formation of 
peasant identity and the rise of social movements and agrarian parties (Olsson, 1990, cited in Alestalo, 
2001, pp. 5). This rise of peasants was unique in Scandinavia, influencing the earlier mentioned Red-
Green Coalitions. Furthermore, this rise of peasants may be seen as one factor that was conducive to 
developing support for the principle of universalism (Kuhnle & Hort, 2004, pp. 4), in the way that the 
political strength of the peasants and agrarian interests caused early support for the principle of 
universal social security and welfare programs. The peasantry influenced policy in the way that 
welfare programs were not just aimed for workers making the system more universal.  
Another unique characteristic of the Scandinavian class system was the absence of ethnic and 
religious cleavages (Alestalo, 1986). The absence of religious cleavages can be explained by the early 
fusion of church and state in Scandinavia. This made for a more unified and stronger public interest in 
and responsibility for welfare matters in general, and citizens would direct their welfare demands 
towards the government (Kuhnle &Hort, 2004, pp. 12), rather than to religious institutes. This also led 
to an absence of competition between church and state for the provision of education and health 
services, as seen in most Catholic countries in Europe. As mentioned in relation to non-economic 
politics, the absence of this struggle gave way to more attention for social reform.  
Key to the understanding the solidarity of the Scandinavian people lies in the homogeneous features. 
Scandinavia has a history of being relatively homogeneous in terms of ethnicity, religion and 
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language (Kuhlne & Hort, 2004, pp.13). This made the development of universal social programs 
more likely than in other states, which did not have these social/demographic features. Ethnic 
homogeneity is also conducive when it comes to the emergence of trust, stated by (Andersen et al., 
2007, pp.39), which is the key ingredient in so called ‘social capital’. They also state that high levels 
of trust are associated with low corruption, which is essential for trust in authorities and the 
acceptability of redistributive policies. The Scandinavian countries have the highest levels of trust in 
the world (OECD,2011b), with Denmark at the top of the list, followed by  Norway, Finland and then 
Sweden.  
 
Social Capital 
Social capital is a form of cultural and economic capital in a state, characterized by trust, reciprocity 
and cooperation. With the research on social capital being relatively new, Putnam’s Bowling Alone 
(2000) was the study to ‘put it on the political research map’. Putnam´s (2000, pp. 19) definition of 
social capital is: ‘Social capital refers to connections among individuals – social networks and the 
norms of reciprocity and trustworthiness that arise from them. In that sense social capital is closely 
related to what some have called “civic virtue”. This leads to a spectrum of states/societies with low 
and societies with high levels of social capital, whereas Scandinavia performs well on many aspects 
of social capital  
Social capital is important to welfare states in multiple ways, as described by Rothstein (1998, 2003, 
2009). First, there is a relation between social capital in the form of norms about reciprocity and the 
universal welfare state (Rothstein & Stolle, 2003, pp, 7). Unlike the liberal welfare regime, social 
insurance and socials services are designed for the whole population in a universal system, not just 
certain groups (workers, ‘the poor´). And unlike many other Europeans countries, the welfare state 
has been considered a responsibility of the government in Scandinavia, with little involvement of 
voluntary associations or religious institutes (Esping-Andersen, 1990). In this way, positive norms 
about reciprocity in the society signify a higher rate of social capital, consequently leading to a more 
universal welfare state. Second, in an universal welfare state citizens need to pay a heavier tax burden, 
this takes either a very efficient state apparatus or citizens that on voluntary grounds pay taxes 
(Rothstein, 2009 cited in Gartner & Prado, 2016, pp. 50).  ”With high trust levels, a society achieves 
this acceptance through the conviction among its citizens that contributions are collected, and benefits 
are redistributed, in a fair manner” (Gartner & Prado, 2016, pp,50).  
Rothstein (1998, pp. 134-143) pointed out the possibility that the social democratic type of welfare 
regime was a result of a society with traditionally strong norms of social trust and mutual reciprocity 
(ergo: a high rate of social capital)2  
 
                                               
2
 However, there are arguments that the causal relation goes the opposite direction, either meaning a 
vicious circle or theoretical disagreement. 
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The Scandinavian welfare state and the impact on 
(economic) performance 
 
Apart from their similar welfare systems, languages and culture, the Scandinavian country share 
another feature: performing well. In a lot of economic and social areas the Scandinavian countries are 
known for being outstanding. In comparison to not only the world's average, but also in comparison to 
other relatively well performing countries like the OECD group.  
I argue that the Scandinavian welfare system influences all these indicators positively in one way or 
another, drawing a link between the welfare state type, welfare performance and economic 
performance. First, the hypothesis: “the system performs well “ will be empirically tested, second the 
hypothesis:” it performs well because of its activating system “ will be theoretically explained 
Conceptualization of performing well 
I want to divide the concept ‘performing well´ into two testable components. The first one being the 
performance on general goals of the welfare state, the second one being economic performance.  
Briggs (1961) formulated three main goals of the welfare state. (1) guaranteeing a minimum income, 
(2) narrowing the extent of insecurity and (3) offering all citizens a range of social services. This is a 
rather abstract understanding of the welfare state’s goals, which comes with pros and cons. On the one 
hand, this definition does not include the differences welfare regimes have when it comes to the 
understanding, opinions and policy making in achieving this goals. Different understandings of the 
goals result into a different achievements. On the other hand gives this broad definition the 
opportunity to compare between states with totally different types of welfare states, since all welfare 
states in some way try to achieve this goals 
 
(1) Guaranteeing a minimum income: this goals in its core is the reduction of poverty. 
Assuming that the minimum income is related to certain poverty lines, achieving this goals 
means keeping people out of poverty. Empirical data regarding poverty can compare the 
achievements on this goal. 
(2) Narrowing the extent of insecurity: this goals is both broad, abstract and interpretable in 
many ways . I want to focus on the economic angle of insecurity, since a major part of 
insecurity (in welfare context) is the loss of income. Furthermore is economic security linked 
to security in areas as health and education. Thus the focus in testing this goal is to what 
extent people are protected from losing income due to the risks of life. Components of the 
welfare state that directly influence economic security are for instance unemployment benefits 
and benefits for sickness. To test to what extent this goal is achieved, the variables 
‘replacement rate’ and ‘coverage’ of benefits are fit, by giving an understanding of to what 
15 
 
extent security from welfare is accessible and to what extent benefits contribute to economic 
security.  
(3) Offering all citizens a range of social services: The achievement of this goal can be tested 
on the amount of offered social services, most easily measured in amount of spending. Social 
services include education, healthcare and family related services like child support.  
 
The second component of ‘performing well’ is economic performance. A welfare system can, 
hypothetically, achieve all goals perfectly. But if that state does not perform economically, claiming 
that it performs or works well is doubtful. Furthermore is some degree of economic prosperity 
required to keep up a welfare system. A welfare system can be hypothetically perfect, but if the 
economy stagnates or even crumbles because of the public costs to keep up that system, that system 
won’t last for long and certainly does not perform well.   
Therefore by measuring economic performance of the state, the performance of the welfare state is to 
some extent measured too.3 Showing economic performance proves that the ‘bumblebee’ can actually 
fly and it might even fly really high. Testable variables linked directly to economic performance are 
GNI per capita, competitiveness and levels of employment.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
                                               
3
 Admitting that welfare is not the only cause for economic performance. But proving that the 
Scandinavian countries do perform well both economically and on welfare, at least provides a solid 
argument that a broad welfare state does not inherently influence economic performance negatively  
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Comparing the Scandinavian countries with the OECD members on welfare goals 
 
1) Guaranteeing a minimum income: Poverty 
 
Table 1: Poverty rate before and after taxes and transfers in the OECD countries in 2012 (Poverty line 
50%, rate of total population) 
Group Average Poverty rate before taxes 
and transfers 
Poverty rate after taxes 
and transfers 
Absolute rate 
change 
Relative rate 
change 
OECD (excl. missing 
values)  
0,287 0,109 -0,178 -0,59 
Scandinavia  0,249 0,075 -0,174 -0,70 
Non-Scandinavia  0,291 0,113 -0,179 -0,58 
Source: own calculations, using OECD. Stat (2016) datasets. Full table in Appendix 1.  
 
As shown in Table 1,  Scandinavia scores well on both poverty rates before and after taxes. There’s a 
lower rate of people under the poverty line in the first place (24,9% versus 29.1%), the Scandinavian 
countries also perform better when it comes to lowering poverty using taxes and transfers. The 
Scandinavian countries reduce poverty by 70% using taxes and transfers, the Non-Scandinavian 
countries reduce it by ‘only’ 58%. With a lower percentage of the population in poverty, a higher 
share of the population is guaranteed of a minimum income. In this way, the Scandinavian countries 
perform better when it comes to the first goal of guaranteeing a minimum income.  
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2) Narrowing the extent of insecurity: Unemployment, sickness  
 
Table 2: Average net unemployment benefit replacement rate in OECD countries, 2013 
Group Average NRR summary measure 
OECD  49 
Scandinavia  62 
Non-Scandinavia  48 
Source: OECD. Stat (2016), Full table in Appendix 2, scale from 0-100 
 
Table 3: Sickness insurance: Replacement rate: Single (100%)  
Group Average SS100 
OECD  0,6 
Scandinavia  0,79 
Non-Scandinavia  0,57 
Source: CWED (2014), Full table in Appendix 3, scale from 0-1 
 
Table 4: Coverage rates among the Scandinavian countries (including Finland)  
 
Sources:  Hagen (1992:141,147,151,154); Kangas and Palme (personal communications) cited in Stephens (1995) 
 
As seen in the tables above and as described by Stephens (1995, pp.3) the Scandinavian countries all 
have high coverage and high replacement rates, when compared to other countries. High coverage in 
this way proving the universalism of the Scandinavian system as described in Chapter I. The extent of 
insecurity is highly narrowed in the Scandinavian system, due to higher replacement rates and 
universal coverage.  
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3) Offering all citizens a range of social services: Education, Family 
 
Graph 1: 
 
Source: OECD.Stat (2016). Full table in Apendix 4 
 
Graph 2: 
 
Source: OECD. Stat (2016), Full table in Appendix 5 
 
Table 4: Government expenditure per tertiary student as % of GDP per capita (2011) 
Regime Percentage 
Social Democratic 44,9 
Liberal 24,0 
Source: Worldbank (2016), Full table in Apendix 6 
 
Due to limited data, for spending on education  there cannot be drawn a comparison between 
Scandinavia and all the other OECD countries. Still, there is a great difference in spending between 
the different regime types, as seen in the two graphs and table above. The Scandinavian welfare state 
(the social democratic regime) spends more on education and family, empirically proven by these 
numbers and theoretically described in the typology of Scandinavian welfare in Chapter 1. Thus 
Scandinavia performs better at the third goal: offering all citizens a range of social services 
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Comparing the Scandinavian countries with the OECD members on economic performance 
 
Graph 3:  
 
Source: Worldbank (2016) 
 
Graph 4:  
 
Source: Worldbank (2016) 
 
In the graphs above it is clear that the Scandinavian countries perform better economically on the 
indicators that are shown. Due to incomplete data on other indicators, a full picture cannot be formed 
empirically. In the following paragraph it will be argued, theoretically, that Scandinavia also performs 
well on indicators like international competitiveness. What this graphs at least show is that  Norway 
performs extremely high on economic indicators and that  Denmark and Sweden still perform well 
above OECD average. The Scandinavian welfare bumblebee can fly, thus the expensive universal 
welfare state does not have to inherently result into economic downfall. The welfare system might 
even contribute to this high economic performance.  
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How does the welfare system influence the economic performance? 
The Scandinavian countries are both affluent and social. This might be considered rather paradoxical 
since a broad welfare state seems to be considered bad for the economy. Starting with Adam Smith, 
and his deep support for a free market economy in his famous book The Wealth of Nations (1776), 
many other authors followed in supporting the free market economy and criticizing state intervention. 
In this line of thought the welfare state seems to be politically and economically hard to defend in a 
lot of countries, leaving it fragile when economic crises take place. How then, is it possible that the 
Scandinavian countries combine a broad, universal (and therefore expensive) welfare system with 
high economic performance?  
 
The welfare state and economic performance 
The welfare state increases economic performance in multiple ways. The following theories will 
support the positive causal relation between welfare and wealth. 
From an economic view, in line with Keynesianism, the welfare state ensures economic stability. By 
providing social insurance through for instance, unemployment benefits, the dramatic loss of income 
is prevented. The purchasing power is relatively stable due to benefits. This contributes to a stable 
economy and reduces massive economic downturn in times of crises, by keeping up demand. 
(Goudswaard, de Kam & Sterks, 2000, pp. 162). 
From a more institutionalist view,  the varieties of capitalism approach (Hall and Soskice, 2001) 
assumes that economic institutions are designed to help firms and other agents to make the best use of 
their assets (Hall and Soskice, 2001 via Iversen, 2011, pp. 840). This approach resulted into two 
dominant types of economies, liberal market economies and coordinated market economies (Soskice, 
1999). Scandinavia belonging to the latter, combining capitalism with state intervention. Authors like 
Soskice (2001) and Iversen (2005) ‘suggest that social protection (..) encourages workers to acquire 
specific skills, which in turn enhances the ability of firms to compete in certain international market 
segments. The welfare state is thus linked to the economy in a manner that creates beneficial 
complementaries’ (Iversen, 2011, pp. 840). When this approach holds, a coordinated market economy 
like the Scandinavian one will influence the economic performance positively.  
The positive influence from the welfare state on the economic performance can also be explained by 
the impact of economic inequality. Myrdal (1970, pp. 51 via Korpi, 1985, pp.100) advances the 
hypothesis that welfare reforms have laid a basis for more steady and rapid economic growth. As 
explained by Korpi (1985, pp.100), his argument is supported by the close connection between 
economic and social inequality. Social inequality leads to a waste of human capital, because of the 
subordinated position of the poor due to less opportunities and negative physical/psychological 
consequences. Thus can the welfare state improve ‘the quality and utilization of human 
capital’(Korpi, 1985,p p.100) and in this way improving social and economic equality. By improving 
(ergo: bringing down) economic inequality, thus enhancing the maximum use of human capital and 
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talent, economic performance will be improved. Redistribution through the welfare state contributes 
to Scandinavia’s equality and it therefore has a positive impact on the economy.  
However, “the welfare effort literature has (..) argued that the effectiveness of social transfers depends 
on the form of the programs, and that one cannot base the analysis on a single aggregate spending 
variable. Reduction of poverty depends on the distribution of social spending, and the same is true if 
our concern is with the impact of transfers on economic performance” (Atkinson, 1995, pp. 181). 
Atkinson therefore argues that “that we have to look inside the black box and provide an explicit 
theoretical structure and sufficient institutional detail” (1995, pp. 182). So what specific 
characteristics inside the black box Scandinavia have a positive  impact on their economic 
performance? 
 
Scandinavia’s active system and its economic impact 
Key characteristic for their economic success is their high level of work participation. I argue that the 
activating Scandinavian welfare state leads to a high rate of labour participation and 
employment(especially among women), and a skilled, flexible and mobile labour force. This has an 
positive impact on the economic performance, thus resulting into a positive causal relation between 
the Scandinavian welfare state and economic performance  
 
Graph 5& 6: 
 
 
Source: Worldbank (2016) 
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Seen in the graphs above Scandinavia scores significantly higher on labour force participation, and 
more distinctively on women labour force participation. This high rates can be a result of government 
focus on multiple areas. A way in which the labour force participation is stimulated in Scandinavia is 
through active labour market policies (ALMP’s). “ALMPs are policies aimed at increasing labour 
market participation, whereas passive policies can be understood as policies that entitle unemployed 
people to benefits”(Van Berkel and Hornemann Møller, 2002 cited in Van Vliet & Koster, 2011, 
pp.219). ALMP’s are prominent in the economic policy in the Social Democrat-reigned Scandinavia 
(Esping-Andersen, 1990), and growing in the rest of Europe. Authors like Kluve (2010) and Card et 
al. (2010) found a positive effect from ALMP’s on employment (Van Vliet & Koster, 2011). As 
shown in Graph  7 Scandinavia does spend a higher amount of its total government expenditure on 
ALMP’s.   
 
Graph 7: 
 
Source: OECD.Stat (2016). Full table in Appendix 7. 
 
Graph 8: 
 
Source: Worldbank (2016).  
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Scandinavia also has on average a lower rate of unemployment, as shown in Graph 8. Sweden lies 
slightly above OECD average, but Denmark and most noticeable Norway  lie below OECD average. 
Scandinavia’ low score  on unemployment can be explained by the including of ALMP’s in their 
welfare state, in this way increasing economic performance through high participation and low 
unemployment. This relatively high expenditure on ALMP’s is a distinctive aspect of the 
Scandinavian welfare state, and with its positive impact on employment, one of the ways in which the 
Scandinavian welfare state boosts economic performance more than other (welfare) states.  
 
Another explanation of the high rate of labour participation is the focus on family related social 
services. When categorizing the different welfare regimes, one of the distinctions of the social 
democratic regime was the preemptive socialization of costs of familyhood. This results for instance 
in a universal scheme for child allowance, paid maternal leave, and so on. In this way, especially 
women's, participation is promoted and individual independence is secured. Although family related 
policies are not primarily intended to achieve a high labour participation rate, by stimulating women's 
participation, it does contribute to labour participation and full employment. Activating women, rather 
than keeping them home for either social, economic or religious reasons, contributes to labour 
participation and therefore contributes to economic performance.  
With a high rate of labour participation and a low rate of unemployment, economic performance will 
be enhanced and the costs of the welfare state will be bearable. Thus the focus on full employment of 
the social democratic regime as seen in Scandinavia, resulting into activating policies, has a positive 
impact on the economic performance.  
 
Not only has Scandinavia a relatively big labour force, it is also mobile, flexible, and highly skilled 
when compared to other states.  
Job mobility refers to a worker's ability to change jobs. As described by the EU (2006, pp. 2) the 
movement of workers between workplaces is an important mean of adjustment in the labour market, 
facilitating structural economic change, making it a critical ingredient for workforce flexibility by 
creating job opportunities and reallocation of employment in the face of changing economic 
conditions. A job-mobile and flexible labour force can be stimulated through the just mentioned 
ALMP’s, especially the component of training schemes. A mobile labour force can adapt to changes 
in the economy and therefore be more productive and internationally competitive. Another way of 
looking at mobility as something positive is looking at upwards intergenerational mobility, thus 
meaning the ability of lower classes to climb up. As described by the OECD (2011a, pp. 40) this 
intergenerational mobility is way higher in the more equally distributing Scandinavia than in other 
countries where income is less equal (OECD, 2008) and this equality of opportunity (measured by 
mobility in this case) will impact economic performance positively.   
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The highly skilled labour force can  also be linked back to welfare state efforts. The Scandinavian 
welfare state is more focused on education. With more emphasis on universal education, human 
capital is maximized, equaling opportunities. This results in a highly skilled labour force, leading to 
higher levels of productivity and international economic competitiveness (UN, 1995, pp. i-ii). The 
Scandinavian welfare states emphasis on education in this way has a positive impact on economic 
performance.   
 
Critical notion on welfare development and economic performance 
Critics might suggest that because of their wealth, the Scandinavian countries can afford and thus 
develop a broad welfare state. This indicates a causal relation going from economic performance to 
welfare. This objects the causal relation described and explained in this thesis, since I argue that the 
welfare system leads to economic performance. However, this critical notion can be confuted. First, 
this position won’t stand in the long run. Even if a country is wealthy to begin with, developing a big 
welfare state that does not work properly will only stagnate the economy. Thus a (universal) welfare 
state needs to be able to tackle problems like unemployment to keep up its expensive system. So even 
if a country develops a certain system because it’s wealthy enough to afford it, it won’t be able to 
afford it for long if the system is inefficient.  Second and maybe even more convincing, is the fact that 
the Scandinavian countries were far from rich when they started developing their welfare systems 
(Appendix 8). The Scandinavian countries, especially Norway, were comparatively poor at the 
beginning of the last century. Their wealth grew with their welfare over the last century. This rebuts 
the critical argument that the causal relation leads from economic performance to welfare and 
confirms the argument that their welfare system contributed to their economic performance. This also 
makes the hypothesis that their activating, well performing, welfare system has a positive effect on the 
economic performance plausible.  
 
 
 
 
 
 
 
 
 
 
 
 
 
25 
 
Conclusion 
 
The Scandinavian welfare system can be described as the social-democratic regime of Esping 
Andersen, it can be explained by the Scandinavian family as described by Castles and comes most 
close to the ideal model of a universal welfare state as described by Rothstein. Scandinavia shares 
geographical, cultural and historical attributes and most importantly: welfare policy. The 
Scandinavian welfare state is universal with a distinctive focus on full-employment and the 
preemptive socialization of costs of familyhood.  
 
The explanation of the development of the Scandinavian welfare state lies in the unique social-
political characteristics the region has. From a political power angle, the Power Resources Theory 
explains the rise of the Scandinavian welfare state by the power the Social Democrats have in this 
region. The power of the Social Democrats can be explained from an institutional angle. The strength 
of the Social Democrats lies in the unique class coalitions. The Scandinavian electoral formula: 
proportional representation typically leads to multi-party coalitions. First, do countries with 
proportional representation tend to have larger welfare states. Second, when parties need to make 
coalitions, the left and centre tend to get together and this, under the Power Resources Theory, will 
result into development of such a broad welfare state. The  rise of the welfare state can also be 
explained by the lack of attention other political topics needed. Scandinavia did not have to deal with 
a racial minority debate in politics. This influenced the welfare state politics in two ways. First, due to 
the ethnic homogeneity, solidarity among the people was high, making way for universal policies. 
Second do left policies tend to get less prominent in party competition when non-economic issues ask 
for attention 
From a more social angle, the opinion of the people on poverty influences the welfare state. 
Scandinavians have had less tolerance for social insecurity and poverty, influencing the development 
of the welfare state. The opinion of the Scandinavians can be explained through class formations and 
demographic features. The rise of the independent peasants class resulted into a more common 
peasant identity supporting the universal welfare state. Scandinavia is relatively homogeneous in 
terms of ethnicity and religion This resulted in the absence of religious or ethnic class cleavages and is 
conducive for the emergence of trust. Trust is key in low corruption levels, trust in authorities and the 
acceptability of redistributive policies.  
Furthermore influences a high rate of Social Capital, as in Scandinavia, with strong norms of social 
trust and mutual reciprocity the emergence of the universal welfare state positively. 
 
Scandinavian has proven to perform well on both on welfare goals as on economics. Both can be 
linked back to the welfare state in multiple ways. First, by having high coverage and replacement 
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rates economic stability is ensured. Second, encourages social protection workers to acquire specific 
skills, creating beneficial complementaries. Third, by improving inequality with welfare policies, the 
use of human capital and talent can be maximized, thus resulting into better economic performance.  
When looking into the ‘black box Scandinavia’ multiple welfare policies stand out when it comes to 
impact on economic performance. Scandinavia has a high rate of labour participation, especially 
among women and a highly skilled, mobile and flexible labour force.  
Labour participation is stimulated through the use of Active Labour Market Policies. This can explain 
the low rate of unemployment and the high rate of labour participation, in this way increasing 
economic performance. The labour participation especially among women is stimulated through the 
emphasis on the preemptive socialisation of familyhood costs. By providing welfare services like 
maternity leave and child support, the participation of women on the labour market is promoted.  
A mobile labour force can adapt to changes in the economy and globalization. Job mobility can be 
stimulated through the just mentioned ALMP’S. Another way of looking at mobility is upwards 
mobility, this is possible in an equal opportunity system as the Scandinavian system. The welfare 
system effort on equality and participation creates a mobile labour force, thus increasing economic 
performance. The highly skilled labour force is created through the emphasis of the Scandinavian 
system on education. With a highly skilled labour force international competitiveness and productivity 
increases.  
 
The Scandinavian welfare system achieves its goals better than other welfare regimes, and by 
achieving these goals, the Scandinavian countries perform better economically. The active system 
provides a broad range of social services, in this way actively promoting labour participation and 
consequently creating an internationally competitive and economical affluent Scandinavian region. 
Because of the focus on the welfare state as an activator, rather than a safety net, the Scandinavian 
countries created an highly skilled, highly labour active population. The Scandinavian welfare state 
has a positive impact on  economic performance: welfare leads to economic performance   
Scandinavia performs well because its system works well. The unique Scandinavian system makes the 
bumblebee fly high and a wonder happen.  
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Appendix 1a: Full table 
 
 
 
 
 
 
 
 
 
Country Poverty rate before taxes and 
transfers, Poverty line 50% 
Poverty rate after taxes and 
transfers, Poverty line 50% 
Absolut rate change Relative rate change 
Australia 0,263 0,14 -0,123 -0,4677 
Austria 0,321 0,096 -0,225 -0,7009 
Belgium 0,331 0,102 -0,229 -0,6918 
Czech 
Republic 0,279 0,053 -0,226 -0,81 
Denmark 0,247 0,054 -0,193 -0,7814 
Estonia 0,304 0,123 -0,181 -0,5954 
Finland 0,323 0,065 -0,258 -0,7988 
France 0,356 0,081 -0,275 -0,7725 
Germany 0,319 0,084 -0,235 -0,7367 
Greece 0,379 0,151 -0,228 -0,6016 
Hungary 0,398 0,103 -0,295 -0,7412 
Iceland 0,209 0,063 -0,146 -0,6986 
Ireland 0,421 0,084 -0,337 -0,8005 
Israel 0,261 0,184 -0,077 -0,295 
Italy 0,327 0,127 -0,2 -0,6116 
Korea 0,165 0,146 -0,019 -0,1152 
Luxembourg 0,319 0,084 -0,235 -0,7367 
Mexico 0,218 0,189 -0,029 -0,133 
Netherlands 0,232 0,077 -0,155 -0,6681 
New Zealand 0,238 0,099 -0,139 -0,584 
Norway 0,24 0,081 -0,159 -0,6625 
Poland 0,283 0,102 -0,181 -0,6396 
Portugal 0,348 0,13 -0,218 -0,6264 
Slovak 
Republic 0,271 0,084 -0,187 -0,69 
Slovenia 0,298 0,094 -0,204 -0,6846 
Spain 0,357 0,14 -0,217 -0,6078 
Sweden 0,261 0,09 -0,171 -0,6552 
Switzerland 0,139 0,091 -0,048 -0,3453 
Turkey 0,199 0,178 -0,021 -0,1055 
United 
Kingdom 0,307 0,105 -0,202 -0,658 
United States 0,292 0,179 -0,113 -0,387 
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Appendix 1b: own calculations and sources 
 
Table 1: Poverty rate before and after taxes and transfers in the OECD countries in 2012 
(Poverty line 50%) 
Group Poverty rate before 
taxes and transfers4 
Poverty rate after taxes 
and transfers5 
Absolute rate 
change 
Relative rate 
change 
OECD (excl. missing 
values) Average 
0,287 0,109 -0,178 -0,59 
Scandinavia Average 0,249 0,075 -0,174 -0,70 
Non-Scandinavia 
Average 
0,291 0,113 -0,179 -0,58 
 
Groups: 
OECD Average: Average of whole data set minus missing values (Canada, Chile, Japan) 
Scandinavian Average: Norway, Sweden, Denmark 
Non-Scandinavia Average: Whole data set minus missing values and Norway, Sweden, Denmark 
 
Calculations: 
Absolute rate change= Poverty rate before taxes and transfers-poverty rate after taxes and transfers 
Relative rate change= Absolut rate change/Poverty rate before taxes and transfers 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
                                               
4
 OECD. Stat (2016). Income Distribution and Poverty, Poverty rate before taxes and transfers, Poverty line 50% 
5
 OECD. Stat (2016). Income Distribution and Poverty, Poverty rate after taxes and transfers, Poverty line 50%,  
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Appendix 2: 
Country 
Average net unemployement benefit replacement rate 
in 20136 
    
Australia 44 
Austria 55 
Belgium 63 
Canada 45 
Chile 26 
Czech Republic 52 
Denmark 68 
Estonia 41 
Finland 66 
France 57 
Germany 53 
Greece 22 
Hungary 31 
Iceland 64 
Ireland 73 
Israel 42 
Italy 23 
Japan 60 
Korea 36 
Luxembourg 64 
Netherlands 66 
New Zealand 49 
Norway 60 
Poland 44 
Portugal 51 
Slovak Republic 39 
Slovenia 53 
Spain 48 
Sweden 60 
Switzerland 64 
Turkey 23 
United Kingdom 49 
United States 32 
    
    
Group Average net unemployement benefit replacement rate 
OECD Average 49 
Scandinavia Average 62 
Non-Scandinavia 
Average 48 
 
Groups: 
OECD Average: Average of whole data set  
Scandinavian Average: Norway, Sweden, Denmark 
Non-Scandinavia Average: Whole data set minus missing values and Norway, Sweden, Denmark 
 
 
 
                                               
6
 OECD. Stat (2016). Gross replacement rates (without accounting for taxes), uneven years from 1961 to 2011 
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Appendix 3: 
 
COUNTRY SS100
78
 
Australia 0,224 
Austria 0,888 
Belgium  0,816 
Canada 0,356 
Denmark 0,573 
Finland  0,715 
France 0,638 
Germany 0,877 
Ireland 0,368 
Italy 0,748 
Japan 0,686 
Netherlands 0,824 
New Zealand 0,243 
Norway 1 
Sweden 0,794 
Switzerland 1 
United Kingdom 0,221 
United States 0 
Greece 0,678 
Spain 0,765 
Portugal 0,804 
Korea 0 
  
  
  Group SS100 
OECD average 0,6 
Scandinavia average 0,79 
Non-Scandinavia 
average 0,57 
 
Groups: 
OECD Average: Average of whole data set minus missing values (Chile,  Czech Republic, Estonia, 
Hungary, Iceland, Israel, Poland, Mexico, Luxembourg, Slovakia, Slovenia) 
Scandinavian Average: Norway, Sweden, Denmark 
Non-Scandinavia Average: Whole data set minus missing values and Norway, Sweden, Denmark 
 
 
 
                                               
7
 SS100: Replacement rate: Single (100%) 
8
 Comparative Welfare Entitlements Dataset (CWED) 2012-2014 Lyle Scruggs, University of Connecticut & 
Detlef Jahn, University of Greifswald. http://cwed2.org/ 
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Appendix 4: 
Group   2007 2008 2009 2010 2011 
Scandinavia 7,00 7,03 6,98 6,95 7,03 
Non-Scandinavian OECD Members 4,73 4,79 4,84 4,79 4,89 
OECD - Total10   4,88 4,93 4,97 4,92 4,98 
Groups: 
OECD Average: Average of whole data set minus missing values 
Scandinavian Average: Norway, Sweden, Denmark 
Non-Scandinavia Average: Whole data set minus missing values and Norway, Sweden, Denmark 
                                               
9
 OECD. Stat (2016). Social Expenditure, Family related public spending in percentage of Total General 
Government Expenditure  
10
 OECD - Total refers to an unweighted average of 33 OECD countries and Estonia; 1980-1999 data are 
trended from 23 countries, as information for Chile, Czech Republic, Estonia, Hungary, Iceland, Israel, Korea, 
Mexico, Poland, Slovak Republic and Slovenia is not available from 1980 
Source Public 
Branch Family 
Type of Programme Total 
Measure In percentage of Total General Government Expenditure9 
Year 2007 2008 2009 2010 2011 
Australia 7,298 9,046 7,316 7,274 7,582 
Austria 5,319 5,402 5,486 5,505 5,269 
Belgium 5,445 5,3 5,239 5,327 5,361 
Canada 3,236 3,105 3,079 3,024 3,027 
Czech Republic 4,676 4,186 4,102 3,957 3,651 
Estonia 4,84 5,425 5,788 6,482 6,11 
Finland 5,964 5,913 5,87 5,854 5,849 
France 5,5042247 5,4041917 5,3829199 5,2757092 5,2418739 
Germany 4,293 4,436 4,625 4,648 4,833 
Greece 2,311 2,379 2,646 2,689 2,638 
Hungary 6,665 6,904 6,951 7,097 6,679 
Iceland 8,35 6,371 7,767 7,473 7,483 
Ireland 7,909 8,071 8,494 6,302 8,263 
Israel 4,591266 4,8780664 5,097221 5,2455062 5,2333511 
Italy 3,016 3,064 3,141 2,896 3,013 
Japan 2,222 2,301 2,318 3,116 3,232 
Korea 1,867 2,42 2,425 2,611 3,1 
Luxembourg 8,641 10,574 9,407 9,256 8,569 
Mexico 4,941 4,542 4,781 4,984 4,825 
Netherlands 4,292 3,391 3,316 3,219 3,249 
New Zealand 7,815 7,837 8,322 7,218 7,663 
Poland 2,559 2,466 2,415 2,499 3,107 
Portugal 2,693 2,867 3,025 2,8 2,519 
Slovak Republic 5,259 4,958 4,85 5,135 5,277 
Slovenia 4,084 4,035 4,314 4,384 4,377 
Spain 3,202 3,283 3,288 3,264 3,018 
Switzerland 3,782 3,794 3,914 4,112 4,14 
Turkey 0,025 0,042 0,038 0,054 0,063 
United Kingdom 7,39 7,385 7,987 8,132 8,271 
United States 1,907 1,828 1,762 1,75 1,729 
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Appendix 5: 
Level of education Primary, secondary and post-secondary non-tertiary11 
Category of education All educational programmes 
Receiving sector All public and private educational institutions 
Indicator Public Expenditure per student 
Expenditure type Direct expenditure 
Reference sector All public and private institutions 
Unit US Dollar 
Year 2012 
Country    
Denmark 
 11005,9 
Norway 
 13612 
Sweden 
 10651,9 
Australia 
 7971,1 
United Kingdom 
 8427,5 
United States 
 10794,3 
Austria 
 11672,7 
France 
 8478,4 
Germany 
 8518 
Group: 
 Spending in US Dollar 
Social Democratic Regime 
 11756,6 
Liberal Regime 
 9064,3 
Corporatist Regime 
 9556,366667 
 
Groups: 
Social Democratic: Norway, Sweden, Denmark 
Liberal Regime: United Kingdom, United States, Australia 
Corporatist Regime: Austria, France, Germany 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
                                               
11
 OECD. Stat (2016). Educational finance indicators Dataset 
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Appendix 6: 
 
Country  Percentage
12
 
Australia 19,98578 
Denmark 51,31056 
United Kingdom 32,00776 
Norway 41,60621 
Sweden 38,4747 
United States 20,07906 
  Group Percentage 
Social Democratic 44,89263 
Liberal 24,0242 
 
Groups:  
Social Democratic: Norway, Sweden, Denmark 
Liberal: Australia, United Kingdom, United States 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
                                               
12
 Worldbank. (2016). Government expenditure per tertiary student as % of GDP per capita (%) in 2011 
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Appendix 7: 
Source Public 
Branch Active labour market programmes 
Type of Expenditure Total 
Type of Programme Total 
Measure In percentage of Total General Government Expenditure13 
Year 2005 2009 2010 2011 
Country           
Australia 
  1,1 0,8 0,8 0,8 
Austria 
  1,2 1,6 1,6 1,5 
Belgium 
  1,3 1,4 1,5 1,6 
Canada 
  0,8 0,7 0,7 0,6 
Czech Republic 
  0,6 0,6 0,8 0,6 
Denmark 
  3 2,8 3,5 3,8 
Estonia 
  0,2 0,5 0,6 0,6 
Finland 
  1,8 1,6 1,9 1,9 
France 
  1,7 1,7 2 1,7 
Germany 
  2,1 2,1 2 1,8 
Greece 
  0,2 0,4 0,5 0,5 
Hungary 
  0,7 0,9 1,3 0,7 
Iceland 
  0,2 0,1 0,1 0,2 
Ireland 
  1,9 1,8 1,4 1,9 
Israel 
  
.. 0,3 0,3 0,3 
Italy 
  1,2 0,9 0,9 0,8 
Japan 
  0,7 0,9 0,7 0,5 
Korea 
  0,4 1,5 1,1 0,9 
Luxembourg 
  1,2 1,2 1,3 1,5 
Mexico 
  0,1 0,1 0 0 
Netherlands 
  2,9 2,4 2,4 2,3 
New Zealand 
  1 0,8 0,7 0,7 
Norway 
  1,8 1,3 1,4 1,3 
Poland 
  1 1,4 1,5 1 
Portugal 
  1,4 1,6 1,4 1,2 
Slovak Republic 
  0,9 0,6 0,8 0,8 
Slovenia 
  0,7 0,7 1 0,7 
Spain 
  2 1,9 2 2 
Sweden 
  2,1 1,8 2,2 2,4 
Switzerland 
  2 1,7 1,9 1,7 
Turkey 
  
.. 0 0 0 
United Kingdom 
  1 0,8 0,8 0,8 
United States 
  0,3 0,4 0,3 0,3 
Group   2005 2009 2010 2011 
Scandinavia - Total   2,3 1,9666667 2,3666667 2,5 
OECD - Total   1,2 1,1 1,2 1,1 
 
Groups:  
Scandinavia: Norway, Sweden, Denmark 
OECD-Total: given by dataset 
                                               
13
 OECD. Stat (2016). Social Expenditure, Public Expenditure on Active labour market programmes in 
percentage of Total General Government Expenditure. 
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Appendix 814: 
 
Per Capita GDP in 1900 in the Western countries, from high to low 
Country GDP PP 
United Kingdom  4.492 
New Zealand  4.298 
United States  4.091 
Australia  4.013 
Switzerland  3.833 
Belgium  3.731 
Netherlands  3.424 
Denmark  3.017 
Germany  2.985 
Canada 2.911 
Austria  2.882 
France 2.876 
Spain  2.361 
Sweden  2.209 
Norway  1.877 
Portugal  1.786 
Italy  1.785 
Finland  1.668 
Ireland  1.351 
Greece  1.302 
  
Per Capita GDP in 2008 in the Western countries, from high to low 
Country GDP PP 
United States  31.178 
Norway  28.500 
Ireland  27.898 
Australia  25.301 
Canada 25.267 
Switzerland  25.104 
Netherlands  24.695 
Denmark  24.621 
Sweden  24.409 
Finland  24.344 
Austria  24.131 
United Kingdom  23.742 
Belgium  23.655 
France 22.223 
Germany  20.801 
Italy  19.909 
Spain  19.706 
New Zealand  18.653 
Greece  16.362 
Portugal  14.436 
 
                                               
14
 Angus Maddison (2013). Historical Statistics of the World Economy:  1-2008 AD, derived from: 
http://www.ggdc.net/maddison/maddison-project/home.htm 
